INVESTMENT AND EFFICIENCY IN INDIAN
RAILWAYS DURING THE SECOND
FIVE-YEAR PLAN*
recent strain on the external balance of payments and diffi-
culties in raising agricultural output have led to a considerable
amount of confusion concerning the very basic postulates of the
Second Five-Year Plan. If 1956 was the year of boldness and auda-
city, 1957 may well be considered a year of pause and recon-
sideration. The total plan outlay and its allocation among the
various sectors are now being reexamined in the light of these
developments. Underlying the various proposals for reconsidera-
tion, however, is the general acceptance of the need for carrying
out the "core" of the plan, relating to steel and engineering in-
dustries and transport, particularly the railways, and trimming
only the fringes. Although this is basically a sound approach, it
has distracted from raising the question whether the targets for the
core of the plan can be attained with a different, perhaps somewhat
lower, allocation of investments. This question is particularly
relevant for railway investments where, as suggested in this study,
a more intensive utilization of the railway network and rolling stock
can be expected to lead to sizeable savings in investments and
foreign exchange.
By any standard, the gross outlay of about Rs. 1,200 crores for
the railways, planned for the period 1956-1960, is a very large sum.
It is nearly a quarter more than the total "capital investments" of
Rs. 974 crores in railways at present. It amounts to a fifth of the
public outlay, and to over 40 per cent of the outlay for the "core"
of the plan. The annual average investment is as high as nearly
three-fourths of the annual gross revenue of the railways1 and
*Reprinted from the Indian Economic Review, February, 1958,
1 By comparison, gross investments in railways amounted to less than a fifth
of its gross earnings in most west European countries in recent years ; the ex-
ceptions were Austria, Belgium, France, the Netherlands, Norway and Yugo-
slavia where the proportion was between a third and a half owing to either •
extensions of the network or to a concentration of investments on electrification
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